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6.2. DISTRIBUTIONAL AND SOCIAL IMPACTS OF CANADIAN NATIONAL 
HOUSING POLICY: LEAVING IT TO THE MARKET 


Jeffrey Patterson! 


In the Canadian context a discussion of the social and distributional impacts of 
housing policy cannot possibly take place without reference to housing markets and 
the operation of housing markets. A non-market sector is practically non-existent. 
Less than 3 per cent of the Canadian housing stock is owned by government or other 
agents outside the private market. Moreover, federal and provincial governments in 
Canada have in recent years begun relying on incentives to the private market as the 
primary vehicle for delivery of housing subsidies. 

The Canadian state has considerable impact, both direct and indirect, on the 
private housing market. A wide range of policies influence the availability of mortgage 
funds. Currently, a very large proportion of the new housing stock being brought on 
the private market is either financed directly by federal or provincial housing agencies, 
or jointly between them and the commercial lending institutions. Tax policies influence 
the rate of returns to various housing producers and consumers, and hence the kinds, 
types and amounts of housing produced and consumed. A large proportion of govern- 
ment expenditures takes the form of transfer payments, often to those with no other 
source of income, and the recipient of these transfer payments will usually allocate 
a very large proportion of them to housing. The level of transfer payments, and any 
conditions that may be attached to their use, influence housing consumption levels and 
patterns. In addition both the federal and provincial governments provide mortgage 
funding for “public” housing owned and/or managed by provincial or local housing 
agencies and for dwellings owned by co-operative housing societies and non-profit 
housing companies, including those that are municipally owned, in addition to the 
market-oriented housing which they finance. 

Local governments influence the amount of housing available and its allocation 
to different groups through their control of land use and development standards. 
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The fact that this control has considerable influence on housing markets and the 
allocation of housing is currently the subject of public discussion and attention. 
Local governments are often also required to take the first step in requesting the 
two senior levels of government to develop or acquire subsidized housing. 

An enquiry into the social and distributional impacts of Canadian housing 
policy must therefore encompass a rather comprehensive view of the ways in which 
housing markets are influenced. 

By distributional impact is meant the allocation of housing and housing op- 
portunities to different sectors of the Canadian population; we are most concerned 
with different income groups or social strata, but various types of households and 
families or age levels are also involved. By social impact is meant any results which 
influence the way different Canadians relate to one another. 

The subject matter is difficult to treat. Very few data exist. The distributional 
and social impact of any government policy area seems to be habitually neglected. 
It is an area neglected in many academic fields as well. Of course, the neglect of 
social and distributional impacts of policies reveals, I think, a societal bias within 
Canada as a whole. The literature and available data merely reflect this. For in- 
stance, the “Orange Paper”’ on Social Security (Canada, Department of National 
Health and Welfare, 1973), probably the most far-reaching document on the sub- 
ject since the Marsh report (Canada, Advisory Committee on Reconstruction, 
1944), focused almost entirely on issues of equity and work incentives, and barely 
mentioned the distribution of income as a social security concern. This paper will 
serve to illustrate that point in the case of housing. it will be shown below that 
policies that would have possibly redistributed opportunities for adequate housing, 
or that would have made it possible for more low- and moderate-income house- 
holds to own housing, have deliberately been forsaken in favour of policies that 
would generate a number of new housing starts in the 1970s. It will also be shown 
that those policies which have been oriented towards redistributing housing op- 
portunities have done so only to the extent necessary to enable households penal- 
ized by recent market trends to catch up to where they were a few years ago. 
Housing policy, then, reflects the relative power and interests of various groups 
and classes in society, and has not attempted, to any large degree, to redistribute 
housing opportunities among them. 

I will start with a discussion of the impact of Canadian housing markets on ac- 
cess to housing of various costs and quality over the past ten to fifteen years, 
focusing on what indicators we possess of the social and distributional impact of 
changes in incomes and housing costs in recent years. I will then come back to 
government housing policy and the ways in which it has responded to these trends. 


DISTRIBUTIONAL IMPACT OF CHANGES IN INCOME AND HOUSING COSTS 


Of interest are two aspects of recent housing market trends. On the one hand there 
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are the longer-term social implications of recent housing market trends. As will be 
documented below, the price and carrying costs of housing have generally increased 
at a faster rate than wages. What does this mean? Second, and also of interest, is the 
experience and expectations of various sectors of the population. 


General Trends in the Affordability of Housing 


Whether or not Canadians are becoming more or less able to afford housing now than 
a few years ago is a matter about which there is still considerable discussion and 
disagreement. In some part it depends on which indicators are used. This question is 
examined here in terms of the possible social implications of trends in affordability. 

Table | shows trends in housing prices and incomes from 1961 to 1975. Over this 
term personal disposable income per capita has generally increased at a faster pace 
than house prices, as indicated by the change in cost of a single-family house 
financed under the National Housing Act (NHA). Does this mean that housing is 
becoming easier for Canadians to obtain? Not necessarily! 

Table | also indicates that the costs of carrying a mortgage have risen faster than 
personal disposable income.” They have been at higher levels (using 1961 as a base) 
since 1973. Previously, the index for monthly payments exceeded that for personal 
disposable income per capita from 1967 through 1970. A lull in this increase occurred 
in the 1971-73 period as a result of stabilizing prices in the NHA housing sector, and 
reduced interest rates. 

These data. reveal only part of the picture. Table 2 enables one to enquire further 
into trends over the past five years. From 1971 to 1976 the cost of a single-family house 
financed under the National Housing Act increased at a more rapid rate than per capita 
personal disposable income. That is, prices accelerated considerably over the past few 
years over and above the longer fifteen-year trend. Since the approach of higher interest 
rates in late 1974, the costsof carrying a mortgage have outpaced both housing prices 
and per capita disposable income. 

More profound phenomena are also indicated in table 2. First, increases in per 
capita personal disposable income have exceeded increases in average weekly in- 
dustrial earnings by a substantial amount. This likely reflects both decreasing house- 
hold size and increased female participation in the labour force. That is, family incomes 
have increased more rapidly than the average worker’s earnings. The capability of 
purchasing a home on the part of a one-earner family is therefore reduced. The price 
of entry into the housing market may dictate that female earners in households of two 
or more earners should no longer be considered members of the “secondary” labour 
market as they have often been characterized. In fact, this change may be the single 
most important social impact of trends in housing markets and prices. There is a case 
to be made for the assertion that the advent of the two- or multi-earner family has 
increased “what the market can bear”’, the residual over and above development and 
construction costs being reflected in higher land prices. As will be shown below, this 
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TABLE 1 


Trends in house prices and incomes, 1961-76 


NHA 

Personal single- NHA Monthly 
disposable family single- principal 

income per dwelling cost family and interest 
capita (including land) land cost payment 
1961 $1,475 $14,463 $2,453 $87.52 
62 1,579 14,614 2,535 91.37 
63 1,646 15,068 2,692 92.51 
64 1,713 15,807 2,813 95.68 
65 1,846 16,572 2,816 100.26 
66 1,994 18,059 3,006 115.30 
67 2,116 18,529 3,155 126.90 
68 2,262 18,922 3,350 146.90 
69 2,424 20,315 3,623 164.80 
710 2,536 19,894 3,666 169.70 
71 2,779 20,528 3,944 161.80 
72 3,121 22,168 4,333 174.80 
73 3,585 28,683 4,571 194.29 
74 4,121 33,356 6,279 247.70 
715 4,734 35,492 7,246 324.85 
76 5,278 39,881 9,226 388.81 


Indexes (1961 = 100) 


1961 100 100 100 100 
62 107 102 103 104 
63 112 104 110 106 
64 116 109 115 109 
65 125 114 115 114 
66 135 125 122 132 
67 143 128 129 145 
68 153 131 136 168 
69 164 141 148 188 
70 172 138 149 194 
71 188 142 161 185 
72 211 153 177 200 
73 243 168 174 222 
74 279 198 186 283 
75 321 245 295 371 
76 358 275 376 444 


SOURCE: CMHC, Canadian Housing Statistics 
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has resulted in shifting housing policy objectives away from satisfying those with 
basic needs towards satisfying those whose earning power has been reduced by 
events of the past few years. 

Also of note are movements on the price side. Upward pressures on housing 
prices in general on the part of land are evident. Land price increases have been 
occasioned by increases in the long-term returns to urban land owners. In addi- 
tion, there appear to be qualitative changes in the housing product. The index 
for construction cost per square foot has increased at a faster pace than for either 
building materials or construction wage rates. This may reflect an increased pref- 
erence for richer mixes of material and/or labour — more built-ins, more plastics, 
and so forth. It could also reflect increased construction overhead costs. 

Also to be borne in mind in this discussion is the fact that the single-family house 
financed under the National Housing Act has a price tag that generally places it at the 
bottom end of the market. Furthermore, price increases have been less than in the non- 
NHA sector. However, as is shown in table 3, these differences are not necessarily great 


TABLE 2 
Selected indicators of housing sector performance, 1971-76 
(1971 = 100) 
Total cost, Land prices 
Personal single-detached for single- 
Consumer disposable housing detached houses 
price income per financed financed 
index capita under the NHA under the NHA 
1971 100.0 100.0 100.0 100.0 
1972 104.8 112.3 107.7 109.9 
1973 112.7 129.0 118.3 108.1 
1974 125.0 148.3 139.4 115.5 
1975 138.5 170.3 172.5 183.2 
1976 148.9 189.9 193.7 233.5 
Construction 
cost per square All weekly Carrying 
Building Wage rates foot, NHA earnings costs, new 
materials of construc- single-detached industrial NHA 
(residential) tion workers dwellings composite home 
1971 100.0 100.0 100.0 100.0 100.0 
1972 109.8 110.4 106.7 108.4 108.1 
1973 124.0 121.2 122.2 116.2 120.0 
1974 135.2 132.8 149.5 129.1 152.6 
1975 139.7 151.4 167.1 1474 200.5 
1976 153.7 172.7 180.6 240.0 


SOURCE: CMHC, Canadian Housing Statistics 
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TABLE 3 


Selected indicators, new and existing house prices, selected cities, 1971-76 


Montreal 


1. New house prices 

2. New NHA prices 

2. Dollar value, MLS trans- 
actions 

4. Average monthly rental 


Toronto 


1, New house prices 

2. New NHA prices 

3. Dollar value, MLS trans- 
actions 

4. Average monthly rental 


Ottawa-Hull 


1. New house prices 

2. New NHA prices 

3. Dollar value, MLS trans- 
actions 

4. Average monthly rental 

Winnipeg 

1. New house prices 

2. New NHA prices 

3. Dollar value, MLS trans- 
actions 

4. Average monthly rental 

Calgary 

1. New house prices 

2. New NHA prices 

3. Dollar value, MLS trans- 
actions 

4. Average monthly rental 


Edmonton 

1. New house prices 

2. New NHA prices 

3. Dollar value, MLS trans- 
actions 

4. Average monthly rental 


Vancouver 

2. New NHA prices 

3. Dollar value, MLS trans- 
actions 

4. Average monthly rental 


1971 


100.0 
100.0 
100.0 


100.0 


100.0 
100.0 
100.0 


100.0 


100.0 
100.0 
100.0 


100.0 


100.0 
100.0 
100.0 


100.0 


100.0 
100.0 
100.0 


100.0 


100.0 
100.0 
100.0 


100.0 


100.0 
100.0 


100.0 


1972 


107.6 
104.2 
105.6 


110.6 
98.1 
107.0 


112.7 
103.2 
109.0 


105.2 
109.7 
106.1 


110.0 
104.2 
107.3 


109.1 
106.6 
104.2 


111.3 
118.9 


1973 


125.6 
115.9 
111.3 


137.6 
110.9 
138.5 


138.2 
118.9 
132.7 


128.4 
125.9 
116.9 


126.4 
122.6 
123.2 


132.6 
120.2 
121.2 


131.8 
156.8 


1974 


177.7 
144.9 
140.8 


136.0 


171.6 
190.6 
176.3 


126.0 


171.2 
159.8 
159.4 


129.0 


163.5 
169.2 
149.6 


131.0 


162.3 
157.4 
196.7 


130.0 


172.8 
151.2 
147.8 


133.0 


167.2 
218.6 


138.0 


1975 


190.3 
165.8 
149.6 


170.8 
174.9 
182.8 


178.3 
169.2 
166.7 


177.5 
199.3 
181.5 


195.0 
194.5 
217.6 


205.3 
118.6 
187.0 


174.6 
243.5 


1976 


200.9 
180.4 
167.9 


180.7 
175.8 
197.3 


192.5 
192.0 
185.4 


199.8 
237.9 
214.9 


243.1 
251.1 
297.1 


245.8 
238.9 
248.7 


176.3 
259.5 


National Housing Policy 285 


TABLE 3 (Continued) 


Selected indicators, new and existing house prices, selected cities, 1971-76 


1971 1972 1973 1974 1975 1976 


Victoria 

2. New NHA prices 100.0 102.5 117.9 180.5 208.5 237.3 

3. Dollar value, MLS trans- 100.0 108.4 137.1 194.3 221.4 254.3 
actions 

4. Average monthly rental 100.0 — —- 134.0 _ - 

Saskatoon 

2. New NHA prices 100.0 106.6 121.0 143.6 183.1 227.1 

3. Dollar value, MLS trans- 100.0 104.3 120.3 151.7 210.3 271.5 
actions 

Regina 

1. New NHA prices 100.6 113.2 135.6 163.3 198.2 241.3 

3. Dollar value, MLS trans- 100.0 103.9 122.5 159.9 206.9 253.1 
actions 

Hamilton 

2, New NHA prices 100.0 109.7 124.4 146.2 179.2 179.8 

3. Dollar value, MLS trans- 100.0 110.8 135.7 171.4 183.8 202.8 
actions 

Kingston 

2. New NHA prices 100.0 109.9 125.5 170.5 167.4 178.0 

3. Dollar value, MLS trans- 100.0 104.1 128.0 161.9 171.8 187.2 
actions 

Halifax 

2, New NHA prices 100.0 101.8 105.2 110.2 129.0 130.5 

3. Dollar value, MLS trans- 100.0 104.5 111.2 130.2 151.3 173.3 
actions 

4. Average monthly rental 100.0 ~ - 137.0 _ - 

Saint John 

2. New NHA prices 100.0 122.0 120.4 140.6 143.7 172.8 

3. Dollar value, MLS trans- 100.0 107.7 124.7 159.3 181.7 202.7 
actions 

4. Average monthly rental 100.0 - = 184.0 - - 

SOURCES: 


1,2 CMHC, Canadian Housing Statistics 
3 Canadian Real Estate Association 
4 Runge, et al., 1975; CMHC, Canadian Housing Statistics 


MLS Multiple Listing Service 


TABLE 4 


Decile income levels, 1961-71 


Decile 


1st 

2nd 
3rd 
4th 
Sth 
6th 
7th 
8th 
9th 


1961 
income 
interval 


$1,768 
2,931 
3,734 
4,398 
5,000 
5,662 
6,422 
7,429 
8,700 


Families 


1971 
income 
interval 


$3,059 
5,056 
6,731 
8,022 
9,157 
10,417 
11,806 
13,883 
17,692 


4971 
income 
interval 
(1961$) 


$2,123 
3,509 
4,671 
5,567 
6,355 
7,229 
8,193 
9,635 
12,278 


% change 
(19613) 


20.1 
19.7 
25.1 
26.6 
27.1 
27.7 
27.6 
29.7 
41.1 


1961 
income 
interval 


$1,268 
1,756 
2,360 
3,074 
3,745 
4,785 


SOURCE: Runge, et al., 1975 (computed from 1961 and 1971 Census) 
1961 refers to 1960 income; 1971 refers to 1970 income 


Non-family 
1971 
1971 income 
income interval 
interval (1961$) 
$1,168 $ 811 
1,550 1,076 
1,931 1,340 
2,766 1,920 
3,806 2,641 
4,988 3,462 
6,469 4,489 
8,432 5,852 


% change 
(1961$) 


3:7 
9.3 
11.9 
12.6 
19.9 
22.3 
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or even in the direction indicated. For instance, new house price increases in the 
NHA sector have been greater than in the non-NHA sector over the past six years 
in such cities as Montreal, Winnipeg and Calgary. Price increases in existing houses 
have almost always been greater than in the case of new house prices in the cities 
included. Rental increases have in almost all cases been less than house price in- 
creases, and they have approximated wage rate increases. 


TABLE 5 


Rent (or value) per room as a percentage of total household income, by socio-economic 
characteristic, major urban areas — Canada, 1961 and 1971 


1961 1971 
Average 3.7 4.2 
Total household income 
Lowest quintile 2.4 TS 
Second quintile 3.4 4.0 
Middle quintile 3.9 4.4 
Fourth quintile 3.9 4.0 
Highest quintile 3.1 3.2 
Rent (or value) per month (1961) 
$50 or less 0.9 3.2 
$51 to $100 3.8 4.2 
$101 to $200 4.3 4.3 
$201 or more 2.8 3.7 
Persons per household 
2 or less 2.1 6.2 
2.1 to 3.0 3.8 4.5 
3.1 to 4.0 3.7 4.0 
4.1 to 6.0 3.7 3.4 
6.1 or more 2.6 NA 
Age of dwelling 
Built before 1920 (1946) 3.3 4.3 
Built during 1921-45 (1946-60) 3.6 4.1 
Built during 1946-59 (1961-68) 3.9 4.2 
Built during 1960-61 (1969-71) 3.9 4.2 
Age of head of household 
65 or over 3.7 4.3 
Under 65 3.7 4.2 


SOURCE: Economic Council of Canada, 1974 


TABLE 6 


Comparative indicators of housing need by the poor and non-poor — Canada, 1972 





Childless Single Persons Childless Couples Families With Children 
Aged Aged Aged 65 Head Aged Head Aged land2 3o0r4 5 ormore All 
General 20-24 25-64 And Over 20-64 65 and Over Children Children Children Households 
Per Cent Household Type Poor! 16.1 20.7 57.6 10.3 39.0 12.3 16:5 2357 18.9 
Per Cent of All Poor Households 1.3 10.0 18.9 10.1 16.4 2333 14.2 5.8 100.0 
Per Cent Poor Renting 98.4 60.2 42.4 39.8 23.4 47.2 32.6 32.3 40.7 
Per Cent Non-Poor Renting 97.1 715 48.0 48.7 20.2 32.4 21.1 19.1 37.5 
Per Cent of Poor With Main Source of 
Income Government Transfers 8.0 39.2 96.3 23.9 90.9 36.8 36.5 51.0 56.2 
Per Cent Homes of Poor Home Owners 
with Mortgages nil 106.8 4.3 15.0 6.2 24.7 26.8 16.8 14.9 
Per Cent Homes of Non-Poor Home Owners 
with Mortgages 32.8 18.1 8.8 44.1 10.9 62.2 66.0 54.4 $2.4 
Shelter-to- 


income ratios 


Per Cent of Poor, Unsubsidized Renters 


with Rent-Income Ratio > 25 p.c. 91.3 81.9 87.5 79.5 73.9 76.4 67.5 51.0 17.9 
Per Cent Poor Home Owners with P.LT. 

Ratio > 25 p.c.? nil 82.7 94.2 87.4 93.1 83.6 80.6 49.3 81.5 
Per Cent of Non-Poor, Unsubsidized 

Renters with Rent-Income Ratio > 25 p.c. 51.3 27.9 $9.8 7.5 31.5 10.5 9.8 4.5 17.0 


Per Cent of Non-Poor, Home Owners with 
PLT. Ratio > 25 p.c. nil 33.2 56.2 10.4 42.2 10.8 10.1 6.5 11.3 


TABLE 6 (Continued) 


Comparative indicators of housing need by the poor and non-poor — Canada, 1972 


Childless Single Persons Childless Couples Families With Children 
Indicators of Aged Aged Aged 65 Head Aged Head Aged land2 3o0r4 Sormore All 
crowding and condition 20-24 25-64 AndOver 20-64 65 and Over Children Children Children Households 

Poor Renters with t.01 more Persons 

Per Room nil nil nil 2.2 3.4 5.3 19.8 82.5 7.9 
Poor Renters with No or Only Cold 

Running Water 2.5 12.1 13.8 14.6 6.3 8.7 8.2 15.1 10.6 
Poor Home Owners With 1.01 or more 

Persons per Room nil nil nil 0.8 nil 3.7 26.5 78.6 10.3 
Poor Renters with No or Only Cold 

Running Water 2.5 12.1 13.8 14.6 6.3 8.7 8.2 15.1 10.6 
Poor Home Owners with No or Only 

Cold Running Water 100.0 30.3 21.4 21.8 16.0 19.8 23.2 33.4 21.7 


SOURCE: Statistics Canada, Urban Family Expenditure on Shelter Household Durables, 1972 (CMHC tabulations) 


1 Statistics Canada, Unrevised Poverty Lines. This level is generally three-fourths of level advocated by the Canadian Council on 
Social Development 


2 PIT. Principal, interest and taxes 
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TABLE 7 


Distribution of Shelter-to-income ratios by tenure and income line, by city, 1974! 





Shelter-to- ; 
: F City 
income ratio by — 
population group Halifax Montreal Toronto Regina Vancouver 
Owners: 
Below low-income line 
Less than 20% 11 21 18 30 23 
20-30% 17 23 13 26 18 
30-40% 15 12 16 15 17 
Above 40% 58 44 53 28 43 
Above low-income line 
Less than 20% 15 85 76 84 80 
20-30% 18 12 15 13 12 
30-40% 5 1 6 2 5 
Above 40% 3 1 3 1 4 
Renters: 
Below low-income line 
Less than 20% 10 11 8 5 7 
20-30% 12 20 21 19 10 
30-40% 17 22 12 16 12 
Above 40% 61 47 58 60 71 
Above low-income line 
Less than 20% 59 80 61 63 $3 
20-30% 28 16 28 26 30 
30-40% 9 3 8 7 13 
Above 40% 4 1 3 4 4 


SOURCE: CMHC, Survey of Housing Units, 1974 (unpublished tabulations) 
1 Low-income line adjusted for family size according to specifications by Statistics Canada 


Changes in the Affordability of Housing for Different Groups 


It has been shown above that housing prices, and certainly the costs of carrying a 
mortgage, have exceeded income increases and to a greater extent wage increases 
over the past ten to fifteen years. 

What has been the distributional impact of this phenomenon? There is very little 
conclusive data on this subject. It follows from the above that one-earner families are 
relatively more disadvantaged than a few years ago. Renters may be slighly better off 
vis-a-vis home owners, although rents appear to have kept pace with wage increases, 


National Housing Policy 291 


placing at a disadvantage those renters on fixed incomes and those whose incomes have 
generally not increased faster than the overall consumer price index. 

Table 4 shows that the distribution of income has changed little, and as well that 
from 196] to 1971 the income of those in the lower income groups increased less rapidly 
than for those in the upper income groups. It follows that the burden of paying a higher 
proportion of income for housing has fallen most heavily on those of low income. 

Table 5 depicts the incidence of changes in rent (or imputed value in the case of 
home owners) per room as a percentage of total household income from 196l to 1971. 

It has been argued by others that this particular indicator distorts the picture for the 
worse as a result of decreasing household sizes and an excessive imputed rent for home 
owners. However, a close inspection of these arguments reveals that they may exaggerate 
the extent of changes, but not the resulting conclusions or the underlying patterns.° 
These patterns indicate that from 1961 to 1971 shelter (in terms of cost per room)-to-income 
ratios increased most for those in the lower income groups, for units with lower rents 

in 196] and for those living in older units. 

Tables 6 and 7 give some measure of the extent to which housing problem burdens 
fell on the poor in the years 1971 and 1972. Table 6 indicates for Canada as a whole the 
extent to which poor families must either spend a disproportionate share of their 
income for housing or, as is particularly the case for large families, accept housing 
which is inadequate in size or condition. Table 7 shows for selected cities the proportion 
of owning and renting households which must pay a high proportion of their income for 
shelter. With some qualification for owner-occupants in Regina, it is clear that a high 
percentage of households below the low-income line must pay more than 40 per cent of 
their income for housing. 


A Summary of Social and Distributional Effects of the Housing Market 


Almost by definition, the price of housing cannot exceed the resources available 
to pay for it. In the long run the incomes of Canadians must be sufficient to pay 
for our basic needs, including shelter. Changes over time which require monitor- 
ing by public policy makers include the quality and quantity of housing con- 
sumed, the price and quality of housing vis-a-vis other goods and services, and the 
distribution of these phenomena. As incomes increase, at least in real terms, 
consumers must decide whether to save or spend the increase. If they decide to 
spend it, they must then make decisions about how to spend it. The producers of 
housing are only a small proportion of the entrepreneurs who will legitimately try 
to capture a portion of the increased spending power. 

If increased demand for housing arises, a portion of it may result in an increase 
in the quantity and quality of housing offered to consumers. Land developers in a 
monopoly position with respect to housing and land may increase their mono- 
polistic returns as incomes increase. It should be stressed that land possesses certain 
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monopolistic tendencies irrespective of concentration in the development industry. 
That is, the creation of new subdivisions on the periphery of our urban area is very 
capital intensive, and the creation of new land for urban use is slow enough to make 
increases in land supply very inelastic in the short run. 

In the comments above I have stopped short of making the assertion that housing 
prices change so as to absorb increased spending power of consumers. In the final 
analysis, whether or not this is ultimately the case depends on real production costs 
of housing vis-a-vis other elements necessary for the reproduction of labour, and to 
some extent on consumer preferences. 

Changes in affordability, defined here as the ability to afford a constant quality 
and quantity of housing, occur as a result of relative housing price changes and 
income changes. What we appear to have been witnessing in the past ten to fifteen 
years is a secular increase in housing prices. Regardless of the ultimate causes, and 
the discussion of these resembles the classic “‘chicken and egg” argument more 
than anything else, these price changes can be associated with rapidly rising 
family incomes and to some extent increased female participation in the labour 
force and the fact that the two-earner family has become a common occurrence. 
Those families with only one earner find themselves less and less able to afford a 
constant quality of housing. Although rents have increased much less rapidly than 
housing prices, approximating wage level changes as opposed to family income 
changes, even these less rapid changes comprise a burden for those with fixed 
incomes, most commonly the elderly. 

I referred above to the phenomenon of the two- or multiple-earner family and 
its possible influence on housing prices. That recent shifts in housing prices may be 
more an ownership than a rental phenomenon might be explained by the fact that 
rental units are less likely to be occupied by two-earner households. Rental price 
changes, therefore, may have more closely approximated wage movements. In the 
case of those on fixed incomes, especially the elderly and those dependent on 
social assistance payments, the fact that pensions and other government transfer 
payments are tied to the consumer price index, either explicitly or implicitly, may 
act as a price restraint. Aside from explaining differentials between the price of 
renting and the price of owning, those phenomena may also explain at least a 
part of the movement of entrepreneurs from the production of rental housing to 
the production of housing for ownership, a move that began long before the arrival 
of rent review in 1975. Simply, the production of ownership housing became more 
profitable. 

It was noted earlier that the carrying costs of purchasing a home have increased 
much more rapidly than the price of housing, principally. due to higher interest rates. 
One interpretation of this is that the commercial lending institutions are asserting 
their power to capture a larger portion of increased disposable incomes. Given that 
the costs of capital haye increased in other sectors as well, and throughout the 
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western world generally, the increased costs of capital are probably a more plausible 
explanation for rising mortgage interest rates. Other observers have noted that 
mortgage interest rates have not risen relative to other interest rates, including the 
cost of long-term borrowing to the government, or relative to inflation in consumer 
prices or, especially, to housing. 

Because of these trends, government policy has increasingly concerned itself with 
ameliorating any undesirable consequences of housing price and income changes. 
Housing policy has increasingly concerned itself with assisting young families trying 
to enter the housing market for the first time, assisting the more traditional one- 
earner families and assisting others whose incomes have not kept up with housing 
prices. Alternatively, the government might have attempted to exert more downward 
pressure on the cost of existing housing, but the course taken is likely the most 
feasible politically. The number of new entrants in the housing market is always 
fewer than the number of existing members. 

The above discussion has indicated some of the social and distributional impacts 
of recent trends in Canada’s housing markets. The discussion is far from complete. 
We could focus on the effects of suburban development on isolated mothers and 
children, or on the housing of poor families with children in high-rise apartment 
buildings. We did not, although I will include more of such elements in the discus- 
sion below. Our conclusions would not have been as certain with respect to those 
variables. 


A CONTEMPORARY PERSPECTIVE ON NATIONAL HOUSING POLICY 


Some of the objectives of housing policy are to create greater security for those 
unable to protect themselves, to relieve burdens for those temporarily or permanently 
unable to assume them, and to ensure sufficient quantity and quality of housing. 

By national housing policy I mean the sum total of activities of the federal and 
provincial governments. Provincial governments have sole constitutional jurisdiction 
in matters of housing, but the federal government has greater financial leverage and 
generally controls the finance markets which generate practically all of the capital 
invested in housing. 

The prop beneath Canada’s housing policy has traditionally been home ownership 
assistance for young Canadian families of modest means. The insurance of privately 
initiated mortgages, as well as direct mortgage initiation, was practically the sole 
focus of housing policy from 1945 until 1964. Involvement in creating a rental con- 
struction and management industry in the five years following World War II was the 
only other initiative of note. The year 1964-becomes a watershed because it was then 
that the National Housing Act was amended to enable the Central Mortgage and 
Housing Corporation to lend money to provincial and municipal housing agencies to 
construct or acquire rent-geared-to-income, or “public”, housing. Non-profit corpora- 
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tions providing housing for the elderly also became eligible for loans. Most pro- 
vinces subsequently modified their own enabling legislation. Partly as a result of 
these legislative changes, combined with the “war on poverty” initiated by Prime 
Minister Pearson and a desire on the part of the provinces to invest in owned resi- 
dential real estate, national housing policy became almost totally oriented towards 
providing mortgages for social housing. Some have observed that the provision of 
rented housing for poor Canadians, while the overwhelming desire of practically 
all Canadians was an owned home, was an aberration that was destined for failure. 
Between 1968 and 1971 the federal government curtailed practically all of their 
residual market lending for home ownership or for housing not intended for the 
poor. Practically all of their spending was for rental housing. Provincial activities 
in housing expanded significantly in this period. 

This commitment declined between 1971 and 1973 when the National Housing 
Act was amended to accommodate a host of new programs. Chief amongst these 
turned out to be the Assisted Home Ownership Program (AHOP). which was in- 
tended to provide shallow subsidies to those families otherwise unable to purchase 
housing on the market, or to those families with incomes in the upper ranges of 
those normally entering public housing. Modifications in provincial housing policy 
generally paralleled the federal ones. Some provinces have chosen to stack subsidies 
atop the federal ones and some have chosen to initiate their own variations of 
federal programs, usually better suited to local market conditions. 

As will be shown below, AHOP and a counterpart in the rental sector resulting 
from subsequent amendments to the National Housing Act, dubbed the Assisted 
Rental Program (ARP), have become progressively oriented towards providing 
shallow subsidies to those families, primarily young, with incomes not quite suf- 
ficient to purchase (or rent, in the case of ARP) housing in the market. The public 
housing program has become of minor importance in CMHC’s capital budget, and 
over two-thirds of that which is built is now intended specifically for senior citi- 
zens. National housing policy is now oriented almost entirely towards ameliorat- 
ing the impact of higher housing costs on families with modest incomes, many of 
them one-earner families. 

I will pursue briefly the above assertions with respect to national housing policy 
in the case of two programs: public housing and assisted home ownership. 


Public Housing 


We could portray the life and death of the public housing program. Annual pro- 
duction under the provincial program in Ontario increased steadily to over 19,000 
units in 1971. Since then, it has averaged approximately 10,000 units per year, 
although the proportion of the total allocated to families has decreased from two- 
thirds to less than one-third. 


National Housing Policy 295 


TABLE 8 


Income distributions of public housing tenants — Ontario, British Columbia and Manitoba, 
1970 to 1974-75 


Annual Ontario British Columbia Manitoba 
income 1970? 1974» 19707 —-1974° 1970? 19744 
Under $2,000 4.6% 1.0% 17.5% 1.0% 20.3% 20.0% 
2 - 2,999 10.2 4.0 38.6 32.8 19.4 14.0 
3 - 3,999 17.5 12.0 22.9 6.0 25.0 17.0 
4 - 4,999 18.7 13.0 11.5 14.0 24.8 18.0 
5,000 - 7,999 44.0 50.0 9.4 27.0 10.1 31.0 
$8,000 and over 5.0 20.0 0.1 18.8 0.4 nil 
Total 100.0 100.0 100.0 100.0 100.0 100.0 
Average $4.971 $6,500 $3,124 $4,000 $3,368 $3,800 
Percentage increase 30.8% 28.0% 12.8% 
SOURCES: 


a CMHC Survey, 1970 


b_ Imputed from Ontario Housing Corporation Sample Survey; sample of 1,848 at the end 
of 1974 


c Survey of Tenants, BCHMC, Summer 1975, quoted in Runge, ef al., 1975 
d Moore and Giesinger, 1974 


The public housing program, including its growing rural and native component, 
remains the only one serving a purely low-income clientele. Approximately 85 per 
cent of the current residents are from the lower third of the income distribution. 
As can be seen in table 8, average incomes ranged in 1974-75 from $4,000 to 
$6,000. Increases in rent from 1970 to 1974-75 were generally less than wage in- 
creases. Many public housing tenants rely for all or most of their needs on govern- 
ment transfer programs that have increased less rapidly than wages or per capita 
personal disposable income. 

While the public housing program is the only housing supply program to serve 
almost solely those of low income, it has increasingly become associated with 
undesirable social consequences that have lost it support from municipal govern- 
ments, rate-payer groups and, in some cases, tenants themselves. In most large 
cities at least half of new residents are single-parent, usually mother-led, families.* 
They. have incomes of approximately half those of their neighbours. The concen- 
tration of large numbers of children of low-income families in spaces and areas 
not capable of absorbing them is certainly one problem, especially in older pro- 
jects which were larger and more deficient in amenities. Characterization of public 
housing as tenanted by “welfare bums” has militated against community acceptance 
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as well. Finally, all three levels of government have reacted against rising subsidies. 
The only currently acceptable arrangement for most provincial and municipal 

governments is to provide rent-to-income subsidies comparable to those in pub- 

lic housing in a portion of the dwellings provided by private developers or by 

non-profit corporations or co-operative societies, usually up to 25 per cent of 

the units. Of course, this mechanism requires that four times as many units must 

be financed to provide subsidized housing to the same number of households. 


Assisted Home Ownership 


Table 9 shows the income distribution and trends for beneficiaries of federal 
AHOP from 1970-71 through 1976. Of note is that average family incomes of 
borrowers have increased significantly more rapidly than either per capita per- 
sonal disposable income or the price of new dwellings. The program has served 
a relatively higher income group in each year since 1973. It is significant that 
from 1971 to 1973 it did serve a significant number of households whose in- 
comes and housing situations might have made them candidates for tenancy in 


TABLE 9 


Income trends, assisted home ownership borrowers, 1970-76 


Income 1970-71 1972 1973 1974 1975 1976 


$0-7,999 90.8% 68.7% 62.0% 2.8% 64% 1.5% 
$8,000-9,999 9.2 1944 380 39.6 23.0 7.2 
$10,000-12,499 - s S 45.0 44.0 25.5 
$12,500-14,999 = = = 12.6 18.6 26.4 
$15,000 and over 8.0 39.1 





Median or average income $6,112 $6,916 $7,632 $10,672 $11,312 $14,985 
Index (1971 = 100) 100.0 113.2 124.9 174.6 185.1 245.2 


Personal disposable 
income per capita 
index (1971 = 100) 100.0 112.3 129.0 148.3 170.3 189.0 


Consumer price 
index (1971 = 100) 100.0 104.8 112.7 125.7 138.5 148.9 


Total new dwelling 
cost index (1971=100) 100.0 106.2 119.4 143.0 160.5 194.3 


SOURCES: Canadian Council on Social Development, 1977; CMHC, Canadian Housing 
Statistics 
a Percentages incomplete because of missing data 
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public housing. That is, it provided many families with an option that they 
would otherwise not have had. From 1971 to 1973, assisted home ownership 
was an experimental program, not officially sanctioned by the National Housing 
Act. Its full implementation in 1974 coincided with a serious decline in the 
availability of mortgage funds. Thereafter, the program became almost totally 
oriented towards the modest-income home purchasers. Its purpose became the 
supplementation of the market-place. In 1975, for instance, not one applicant 
had previously resided in public housing, and the average rent-to-income ratio 

at time of application was approximately 16 per cent, well below the national 
average. In other words, those renters benefiting under AHOP were not those 
with high rent-to-income ratios. They were, for the most part, renters who could 
have continued renting with no great hardship. 

Table 10 shows average income trends by province. The experience from 
province to province is relatively consistent with that of the nation, although it 
has not always been so. 

A number of queries could be launched with respect to the satisfaction of 
the occupants of AHOP projects. However, the result of such an enquiry would 
not differ significantly from one focused on suburban projects, which are often 
characterized by poor availability and co-ordination of human and other services, 
or from one that focused on the nature of housing developments in peripheral 
locations offering a product near the bottom end of the current price range. The 
results would be the same. We could do better. 


TABLE 10 


Income trends, assisted home ownership borrowers, by province, 1970-71 to 1976 Index 
Index (1970-71 = 100) 


1970- 
1971 1972 1973 1974 1975 1976 


Newfoundland 100.0 96.7 123.5 169.2 210.5 228.2 
Prince Edward Island - 100.0 113.1 161.9 216.5 217.8 
Nova Scotia 100.0 99.1 106.1 159.6 193.8 204.5 
New Brunswick 100.0 104.9 106.4 222.3 249.0 234.4 
Quebec 100.0 113.7 124.3 172.2 220.5 228.2 
Ontario 100.0 111.0 123.5 157.0 192.5 232.2 
Manitoba 100.0 98.4 115.9 155.5 205.0 222.8 
Saskatchewan 100.0 119.6 125.6 107.1 160.9 238.0 
Alberta 100.0 111.4 122.6 177.1 219.1 240.6 
British Columbia 100.0 110.8 116.8 190.4 218.8 256.1 


SOURCE: CMHC, Canadian Housing Statistics 
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CONCLUSION 


In the first part of this paper we examined the current situation and trends with 
respect to the distribution of access to affordable housing. The most significant 
conclusion in this respect is that housing price changes have tended to approxi- 
mate changes in average family incomes more closely than changes in average 
wages. This may reflect to a large extent increased participation in the labour 
force on the part of women. If one examines the rental sector alone one finds 
that changes in rents have on the whole approximated changes in wages. The 
implication of this is that those with fixed incomes which have not even kept 
pace with wages — primarily those dependent on government transfer payments 
such as welfare, old age security and government pensions — are finding it harder 
to rent housing within their means. 

Those presumably experiencing increasing difficulty with respect to renting 
and purchasing housing within their means are young families, families with only 
one earner, and the elderly. It was asserted at the conclusion of the first part of 
the paper that the primary objective of housing policy on the part of the two 
senior levels of government has been to soften the impact of these trends on 
those who, until recently, have been adequately housed within their means. New 
policies adopted by government have tended to support this objective. Providing 
or assuring better quality housing within the capability of those with inadequate 
means has been at most a secondary objective. Likewise, increasing the overall 
livability of new communities and the suburban fringe has been a subsidiary 
objective or one not much in evidence at all. 

In the second part of this paper we have examined the validity of this asser- 
tion. We focused on the assisted home ownership and public housing programs 
which have absorbed the vast majority of government housing capital and sub- 
sidies in the past ten to fifteen years. 

Figure 1 depicts the total picture in this respect. The public housing program 
serves a low-income clientele. There is a significant overlap of AHOP borrowers 
and other borrowers of the NHA, the AHOP program serving a slightly lower 
income range on the whole. There is little or no overlap between the incomes of 
public housing tenants and AHOP borrowers. 

The assisted home ownership program reflects the two-fold objective of recent 
housing policy: (1) to assist those made worse off by the juxtaposition of recent 
housing price and income trends and their distribution; and-(2) to assist the 
private housing production market. Even the public housing program has been 
oriented towards ameliorating the problems of those whose affordability position 
has deteriorated most, to the extent that it has been transformed from a family 
housing program to a senior citizen housing program. 

While it has not been a major subject of this paper, increasing doubt has been 
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FIGURE 1: Distribution of family incomes of public housing tenants, NHA borrowers and 
AHOP borrowers 


Source: CMHC, Canadian Housing Statistics, 1975; CMHC Tabulations, AHOP 
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raised regarding the social consequences of the kinds of projects and develop- 
ments that have been built on the periphery of Canadian cities. Much of what 
might be wrong with our suburbs cannot necessarily be attributed to housing 
policy. Municipal financing and social development policies are involved as well. 
Nevertheless, housing policy is involved. Neither space nor time have permitted 
an exploration of this theme. It is therefore encouraging to know that the Canada 
Council has recently awarded a major grant to / Institut national de la recherche 
scientifique, Université du Québec, to pursue this subject in the suburbs of Mon- 
treal and Quebec. 

Canadian housing supply policy has tended, especially in recent years, to focus 
subsidies on production of new units directed to supplement the market-place. 
The innovation in recent housing policy has been the tailoring of mortgage pay- 
ments to incomes of young families. National housing policy is very little con- 
cerned with the housing of those with basic needs; it appears to have been in 
the 1968-71 period but that period now seems like ancient history. A question 
for the future is whether or not this should be rectified, or whether it is suf- 
ficient for those of low income to obtain housing through the “filtering” process, 
or whether corrective action can be taken in the areas of tax and transfer payment 
policies. 

Up to now, the one common characteristic of shelter supplements in Canadian 
income transfer programs has been that they are insufficient to purchase or rent 
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adequate housing on the market (Social Planning Council, 1977). Some house- 
holds relying on these income transfer programs are lucky enough to have other 
housing subsidies available. Most, however, must add to their shelter supplement 
and/or consume inadequate housing. One must, therefore, question the likelihood 
that the housing needs of those with the lowest incomes can be met through in- 
come transfer policies alone. 


NOTES 


1 The author is Director of Research, Social Planning Council of Metropolitan 
Toronto. However, all the views expressed herein are the author’s own and do 
not reflect the views of the Social Planning Council. 


2 It is difficult to assess the role of rising interest rates vis-d-vis housing produc- 
tion costs. To a large extent rising mortgage interest rates reflect rising interest 
rates in general both within and outside Canada. The government of Canada 
has never attempted to insulate mortgage interest rates from other trends in 
the nation’s financial markets. While higher interest rates have meant higher 
mortgage payments, one result may have been simply to restrain housing pro- 
duction costs. That is, housing production costs, including the land compon- 
ent, might have been higher had interest rates not risen to the extent which 
they did. Most important to the consumer, however, is the final monthly 
cost and not necessarily the components that comprise it. 


3 Cf. Walker (1975). For instance, an inspection of the relevant data reveals 
that incomes rose by 62 per cent in the 1961 to 1971 period, while rents 
(or value) per room increased by 82 per cent. Rents for rental units in- 
creased by 73 per cent, still well above the increase in incomes for the same 
period. Lack of access to the Statistics Canada tapes prevented further en- 
quiry into differentials between rented and owned properties. 


4 Cf., for instance, Moore and Giesinger (1974). 
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